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466 MICHIGAN LAW REVIEW 

was a transfer required to be recorded by the bankruptcy act, and as this 
had been done within the four months the trustee might avoid the transfer as 
a preference. Loeser v. Savings Deposit Bank & Trust Co. (1906), — Ohio 
— , 148 Fed. Rep. 975. 

The principal question in the case was whether or not this was a transfer 
"required" to be recorded within the meaning of § 60a of the bankruptcy act 
as amended Feb. 5, 1903. This section, so far as applicable here reads, "A 
person shall be deemed to have given a preference if being insolvent, he has 
within four months before the filing of the petition * * * made a transfer 
of any of his property, etc. When the preference consists in a transfer such 
period of four months shall not expire until four months after the date of the 
recording or registering of the transfer, if by law such recording or register- 
ing is required." The courts are not agreed as to the scope of the word 
."required" in the amendment. Prior to 1903 a transfer, made more than four 
months before the petition was filed, was valid even though not recorded. 
This had a tendency to promote secret transfer and so the amendment was 
added. As originally drafted the amendment read, where recording is 
"required" or "permitted," but the latter word was dropped by the Senate 
after the bill had passed the House. Considering this fact the court, in 
In re Hunt, — N. Y. — , 139 Fed. 283, held, that a transfer which was good 
as between the parties without being recorded was not one that was "required" 
to be recorded within the meaning of the amendment, and therefore that a 
transfer made more than four months previous to filing the petition but 
recorded within the four months was valid. The same view was taken in 
Meyers Bros. Drug Co. v. Pipkin Drug Co., 136 Fed. 396, by the Texas court. 
In the present case the court said that dropping the word "permitted" from 
the amendment as proposed had no effect, since the words "permitted" and 
"required" were of synonymous legal meaning. It was therefore held that 
a transfer which was "permitted" to be recorded in order to give it validity 
as against certain classes of persons though valid without recording as to 
other classes was an instrument "required" to be recorded within the mean- 
ing of the word as there used. This was also the opinion expressed in 
English v. Rose, — Pa. — , 140 Fed. 630; First Nat. Bank v. Connett, — Mo. 
— , 142 Fed. 33; In re Montague, — Va. — , 143 Fed. 428; Morgan v. First 
Nat. Bank, — W. Va. — , 145 Fed. 466. Technically, perhaps, the view taken 
by the New York and Texas courts is correct, but the other view seems to be 
the more logical one, for under the former view the amendment would have 
no meaning, and the evil which the amendment was intended to remedy 
would be untouched. 

Bills and Notes — Bona Fide Purchaser — Notice of Want of Power in 
Transferrer. — In 1901, one Umsted borrowed $125,000.00 from the defendant 
in order to purchase the whole capital stock of the Hartman Manufacturing 
Co., depositing all of the stock of the said company with the defendant as 
security for the loan. Later Umsted borrowed $200,000.00 from the Hanover 
National Bank on the representation that he had borrowed $125,000 from the 
defendant for the Hartman Mfg. Co. on a promissory note secured by a 
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pledge of the capital stock of the said company. Accordingly he received 
from the Hanover National Bank a check on itself for $125,000, drawn to the 
order of the Hartman Mfg. Go. This check he indorsed to the defendant, 
signing the name of the Hartman Co., by himself, as president and general 
manager. The defendant accepted this check in payment of its loan to 
Umsted and surrendered the stock of the Hartman Co., held as collateral 
security. Later the Hartman Co. failed to meet its obligations, was reorgan- 
ized in the interests of its creditors, the claims were all assigned to the 
plaintiff and he brought this action to recover the $125,000 loaned to the 
Hartman Co. by the Hanover National Bank, and diverted to the payment of 
the personal indebtedness of Umsted to the defendant. Held, under the 
Negotiable Instruments Law of New York, Laws 1897, p. 732, c. 612, § 95, 
declaring that, to constitute notice of an infirmity in the title of a person 
negotiating an instrument the person to whom it is negotiated must have had 
actual knowledge of the infirmity, &c, the notice of the want of power in an 
officer of a corporation to transfer commercial paper held by it, must, to 
render the transfer ineffectual, be knowledge on the part of the transferee of 
such facts as will make his act in taking the paper amount to bad faith. 
Ward v. City Trust Co. of New York et al. (1907), 102 N. Y. Supp. 50. 

It was formerly held in a number of jurisdictions in the United States 
that circumstances which ought to excite the suspicions of a prudent and 
careful man constituted such notice or knowledge to him as an inquiry prob- 
ably would have disclosed, and destroyed his character as a bona fide holder. 
Hall v. Hale, 8 Conn. 336; Sturges v. Metropolitan Nat Bank, 49 111. 220; 
Lapice v. Clifton, 17 La. 152; Ayer v. Hutchins, 4 Mass. 370; Safford v. 
Wyckoff, 4 Hill 442. In a very short time, however, this rule was abandoned, 
and the principle is now firmly established that knowledge of circumstances 
of suspicion on the part of the transferee will not affect his rights unless the 
circumstances are of such a nature that to remain passive would amount to 
bad faith; even gross negligence on his part is not enough to deprive him of 
his character as a bona fide purchaser. Craft's Appeal, 42 Conn. 146; Corn- 
stock v. Hannah, 76 111. 530; Pond v. Waterloo Agricultural Works, 50 Iowa 
596; Goodrich v. McDonald, 77 Mich. 486; Borgess Invest. Co. v. Vette, 142 
Mo. 560; New Haven City Bank v. Perkins, 29 N. Y. 554; Kernohan v. 
Manss, 53 Ohio St. 118; Lancaster Nat. Bank v. Garber, 178 Pa. St. 91. This 
rule has since been embodied in the Negotiable Instruments Law, now in 
force in over half the states! 

Bills and Notes — Unrestricted Negotiability of Bills of Lading. — One 
Brown deposited bills of lading, issued by defendant in Brown's name for 
cotton shipped over defendant's road by Brown, with a bank to secure an 
account which he had with the bank. They remained on deposit with the 
bank for about seven months and were then withdrawn by Brown and mailed 
to the plaintiffs with a draft, and the request that plaintiffs pay the draft and 
hold the bills of lading as collateral security. Plaintiffs paid the drafts and 
notified the defendants to reship the cotton covered by the bills of lading to 
them. It was then discovered that through the negligence of one of the 



